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· THE CHINESE IDEAS OF MONEY 
By FUMIO HOZUMI 
Man cannot live by bread alone. This biblical iidage 
is true enough, but it is equally true that man cannot live 
without bread. In order to maintain his existence, man 
must consume material goods, -and in order ·that material.' ;-
goods be consumed, they should be produced. Human 
existence becomes possible· on the unified . process of the 
production and consumption of material goods. 
In the beginning man himself probably producea what 
he consumed himself. The following ancient Chinese poem· 
may be taken as an . evidence of this self-production for 
-man: 
/ 
A:t sunrise I begin my work, 
At sunset I take my repose, 
I dig a well to get my drink, 
I plow my field to crop my rice ...... 
Why, then, should I e'er care 
About the Imperial power ?(1) 
Now, production is formed when labour is aded to the 
work of nature. But nature produces differently in different 
lands, nor is labour the same for different mell• Thus,. 
mountains beget their crops .and seas yield their blessings. 
Adam may be a good plowman just as Eve a good weaver. 
Human wants, however, are unlimited. "The more, the 
better". Thus, there arises the division of labour by which 
mutual cooperation and reciprocal supplementation among 
different individuals become possible. When this stage of 
productioIl by means of division of labour is attained, men 
1) The Ti Wang Shih Chi \l'i.'EilUa, or The Records of Imperial Reign .. 
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consume what they, themselves did not produce and at the 
same time they may not consume what they have actually 
produced. In other' words, what they consume may be 
produced by others entirely or in large portions;, and what 
they produced may be offered to the consumption of others 
entirely or in their greater portions. This means that pro· 
duction and consumption are separated, from each other and 
belong to different subjects. However, production is still 
for the sake of cOl'lsumption and' vice versa. Thus, the 
unification of production and consumption both' belonging 
to two different subjects,-or the circulation of products 
from the hands of producers to those of consumers,-becomes 
indispensable. 
How is this circulation possjble? Distribution is obviously 
such a method. By distribution, I mean a method of circu· 
lation which is carr'ied out under direction of a so called 
unified will and according to pre:arranged plans, and thus 
, . 
under an artificial controL In other words, the unified will ' 
directs each individ~al to produce material goods required 
in neccessary amounts to meet 'pre·determined consumption. 
Circulation is thus truly established and it seems to be most 
rational. "But for this the existence of a unified will iSllre· 
requisite. In actuality,however, it is an "invisible hand" 
that revolves the wheel of evolution and not a unified will. 
,When mankind discarded the shell. of self·production and 
began to wear the' cloth of production by division of labour, 
nu unified will made its appearance. Where tbere is no 
unified .will there caml0t be distribution. How, then, is 
_circulation 'possible ?Because of the invisible hand., The. 
in~isible hand appeals to the self· interest bf eac,h individual 
l!nd guides him to carry' on exchange and th!ls circulation 
takes place. Thus, it is' said,:.- " 
, "All d~y marketing takes place ........ ,; .. men after ex· 
change return ,.to the'ir respectJve piaces quite satisfied "('J 
At first exchange consisted in barter. But barter had 
2) The Book of I ~. Chi Tzu ~1Mi. 
36 ",F. HOZUMI 
its natural limitations. For the formatiop. of" barter it is 
necessary that the person who isoffeiing to one some goods 
should at the same time want the goods another' is offering. 
Thus, it is necessary that the wants of persons concerned 
should doubly correspond to each other. Therein lies. a 
. 'difficulty. In order ;to eliminate this difficulty, it becDmes . 
necessary that there should be a new.proce!)s of first' acquir' 
ing some' material goods which .. isw-anted by . all . and in' 
consequence which is not rejected ,by ,anyone, and of 
aCjluiring what. one wants in exchange with tha(which one 
had already acquired. Thus, barter comes to consist of two 
processes. First, barter is made in order to acquire material 
goods having universally-wanted quality. Secondly, .barter 
ii;! made in order to acquire what ope wants in exchange 
with the material goods having universally-wanted'quality. 
Each of these two processes is nothing but barter. But 
when these two processes are combined, it will be seen, that 
the material g~ods having universally.wanted· quafity plays 
the role cif . medium ,of exchange, and thus money comes . 
into existence: . Some may' object to the idea that money is 
the medium of exchange. I arp. firmly convinced, however, 
that the essence of money consists in its being the medium 
of exchange and that there would b.e no money if there 
were no medium of exchange which is the sufficient ground 
for the formation of money. . This is the fundamental nat]Jre 
of money. Measurement of 'value, reservation of. value. and 
means of payment-all these are blit thefunctioris that come 
from the. above essential nature of money, namely, the 
medium of exchange. There is not· a small number of 
instances in Chinese classics Showing the grasping of this 
truth. 'For instance, one may cite the following: Kuan-tze 
-'It''r says:' 
, " 
" Gold and Tao-moneYlJ\IIl= are means of exchange 
for the people",<') 
Ssu Ma-chien R]l.!>jjJI says: 
3) The Kuan-tze. 'It''r.Kuo Rsn Iil'lrlf. 
, , 
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" Ways of exchange have been opened for farmers, 
artisans and trades·men, and money such as turtle 
carapace and shells, gold, knives and cloths have risen" Y) 
Pan Ku llEfiIl says: 
"Money is Such as silk, gold, knives and turtle 
carapace which are-used to divide ,goods' and for ex· 
change of·· goods ". (5) . 
He further says: 
"Money more precious than gold, sharper than-
knives,' circulating more than spring, and gathering 
more than silks 'i. (6) , 
. He means to state that money is called by such names 
as gold, knives, spring,. and silk because the functions of 
money are not less than those 'of these materials. Although 
th.isstatementdoes not seem plausible, (7) it at least proves 
the .fact that great importance was. attached to money as 
the means of exchange. 
Later during' the. Tang Iff Dynasty, Impe~ial rescripts 
frequently mentioned such asgiven below. 
,i The' utility of mOiley consists in the circulation of 
goods ". (8) , 
.. The essence of money is circulation i'. (0) 
, "The. value of money Ii~s in its circulation ".<'O)~ _ 
As the above quotatlonsindicate, the significance of • 
\ - . , -
money lies in its being,a circulating. goods. It was C()nrad 
who likened money in society to. blood. in the human body. 
He said ':. 
"It is an appropriate analogy to liken a bank. to 
the heart of an anim;1. For the function of the heart 
". -' ',;" \. . '-, ' 
4) The Ping Chun Shu 2J<1\!!'J. of the Shih Chi reaa. 
5) The Shih fluo Chi J1t:i't;;l.( or The Records of Economics ancl Finance 
of the Chien Han Shu J!1Jiltlf, or the History of Former Han. Dynasty. 
6) ibid. _ 
7) The Monetary Economy of the Chun Chiu Era by Dr. Sukema Ojima. . 
S) The Shih Huo Chi j\:l!tJ;ll' or the Re"tords of Economics and Finance , 
.of tlie Chiu T,mg Shu lUffl: or the Old History of the Tang Dynasty. 
. 9) ibid. -
IO} ibid. 
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is to set)d pure blood, to all parts of the body in' order 
to incite its activity "and toabsorll filthy blood and-
',' dissolve it. And, the function of a bank strikingly reo 
sembles tl1is.':(I1): '" , 
Chit) 'Hsueh·yen ipr~j\l{ of the Ming II}j Dynasty said:' 
, .. The coin (money) is spring" .<'2) 
He also said: .. 
-
.. This, means the circulation of blood, that is,it is 
spring" .<'" 
There are various material goods such as cotton cloths, 
silk, corn, cattle, etc. which have the quality of being the 
objects of universal wants andwnich function as money. 
These materil!.l goods are entitled to be money or the media, 
, of exchange because they possess this quality of being the 
objects' of universal wants. In the stage of their' exchange , 
with other 'material goods, barter Gnly is made. In other 
, words, ,they can' be ,money·- because they possess' also the 
, quality of goods. That is, they possess both the nature of 
"commodities and that Of money. For this reaso~, scholars' 
call them by the name of .. commodity money" . -It can 
easily be seeritrom what has been already stated that. there 
are various commodity moneys such as cattle, corn, silk, 
etc. Let us now take the horse, for an example as such. 
Suppose a horse is exchanged with salt. The person who 
received salt most probably will not' consume it entirely! 
,as its greatest portion will melt away' before it is. actually 
consumed. Now, salt may be exchanged with only one leg 
of a horse.-. Theperson who received one leg may use it as 
food, but the person by whom a horse with only three leg is 
left will not be able to use it because it has been crippled. 
To solve this difficulty, salt may be given in instalments in 
exchange with o~e horse, the 'person who offered a horse 
11) Treatise on Banking by Dr. Kakujiro Yamazaki. 
12) Chien Ku Lun lUj!IIIt~ or Treatise on Cereal Money by Chin Hsiieh· 
yen. 1M'~j\l{. 
13) ibid. 
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receiving the desired amount of saltovei',a long period of 
time .. Conversely, a horse may be given after the, transfer 
of salt· in a desired .. amount 'has been made to effect· barter .. 
Some scholars find the origin of U credit" in such a barter 
system. Whether this be so is problematical. But this much 
is certain that the materi~1 goods having the quality of being 
the objects of universal wants and possessing 'such a difficulty 
were eliminated by the law of natura:! seleCtion,those~uited 
for exchange surviving as the. fittest·, and functioning as 
money. Now, it is a historical fact that metals and precious. 
stones came to survive as money in all parts of the globe, 
as they were best qualified as money since they were free 
noni the reduction of value due to division, easy to trans-
port, possessed durability and otherwise were best. suited for 
the. media of' exchange. 
Now" the very fact that some goods possess qUalifications 
of circulation materials tends to reduce the elements of such 
goods as commgditles..And this time a change takes place 
in Tespect for money. For instance, Natsume SOseki says 
in his novel the," Winter Gale" through one of his charac-
ters, namely, Doya mil!.: . , 
~'However wealthy one may be, one must raise hands 
to the doctor when one' is, b'etaken.'bY illness. One . 
cannot make pills out of gold coins ... ~ .. Gold pills, jf made, 
will not cure loose. b6weJs.;'(I'):· .' .-
? In China, Kuan~tzesays: .' .. "'" 
/" The succeeding -rulers adopted precious stones as ' 
high money, gold as middle, money and Tao and Pu 
as lower money. But one cannot get any warmth even 
if one grasps them; nor will they be of any use for . 
hungry mouths". (I') _ 
During the Former Han Dynasty, Ch"ao Ts'o lUll similarly 
~d: ' 
"One cannot eat pearls and gold when hungry, nor 
14) No Waki lH} or The Wintry Gale by Natsume Soseki. Jl!'lilhi. 
15) Same as foot!)ote 3. 
,-
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can one wear them' when feeling cold."(I.) 
Again the same Chinese statesman recognized the utility 
of money in the follo~ing words: '-
U Money beirig small and, light, it is easy to store 
thein. One can 'travel all over the country' with' them 
and will -riever' be exposed to hunger or cold". (17) , ' ' 
On the, other hand, he admitted the defects of money 
in the following words:, 
_u The convenience of money tends to make th.e 
people desert th~ir' masters, arid go, away from their 
native places, ,inCite robbers and enable refugees'to 
lighten their' possessions."OS)' .• ' 
.c. He also recognized the superiority of such materials as 
themillet j rice, arid', silk' as follows: ' J 
U Such, materials ~s' millet, rice, and' silk are begotten 
~ , .~ 
'in land, grown in time and gathered by power. They are not 
made ina day~ Their weight is too heavy for the average 
, , 
and will not be utilized by the wiCked. Without them even 
,- for one day, persons'will face hunger andcoTd!'(I9) 
For this reason,he argued thus: ' 
" Because of this reason, wise sovereigns revere farm 
. -products and hold' in contempt gold and pearls."(20) , 
Liu, Tao ~JI\!i during the Later Han' Dynasty said: 
, "The trouble of the time is not money but men's 
h·unger."(21) 
Again 'he urged: 
- U What ,is urgent is to provide daily food; what 
should be worrie4 about is salt. The thickness and 
lightness of money is unimportant."("') 
He also argued as follows: 
, 





21) The Records of Economics'imd Finance in the Chin 'If, Histo;y .• 
22) ibid. 
. 
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.. Even if pebbles are turned intli pure gold and 
rocks are turned into precious stones. if the farmers 
are /exposed to thirst' and 'hunger. then even the pure 
virtue of, the ruler and the civilization'of Tang !it and 
YuSt would ,not be able to maintain peace within the 
realm."(23) 
Thus. d~ring the reign of the Emperor Wen :Jl31i of 
the Wei ~ Dynasty. coins were abolished and the farmers 
held markets with' corn and silk as the media of ex-
cha~ge.(2<) -But latter during the reign .of the Emperor 
.. Ming Ilil'fif. men had become very crafty and tried to 
" . gain exorbitant1rofits by wetting corn ~md making thin 
silk; even severe punishments, failed to stop such 
misdeeds}2ii During the Chin 'if Dynasty. Huan Hsiian 
tiLl< .attempted to abolish coins and use corn and silk 
as the media of exchange.(OO) Much later, in the reign 
of Ming WI Dynasty. Chin Hsuao-yen M-~Jlll: said: ' 
.. You cannot wear silk because -it is cold. Nor 
can you eat it. It is used only in the circulating of.~ 
. , . ' 
food and cIothing."(27) 
Go~ds currencies or cofninodity mo~ey settled down to 
- . ' - '," - . ~- -
, metals; in the end. and metallic currencies .advanced to 
;,_ metal coins by way of the scale. efa •. In fu€' case of metal 
·".,coins, their nature of goods is onlYPClssible when' their 
shapes are' deformed (exceptihgthe poon taste of himging 
gold coins' on one's breast as medals.) Thus. the monetary 
nature .of metal coins is possible at the' negation of their 
. nature as goods. It is natural that the idea of ctir~encies 
as given above should get the upper hand.· And the' idea 
is. right. indeed. However. this idea represents only one 











Same as Footnote 12. : 
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and when the nature of currencies is ,taken into considera-
, . tion. -;There i,s the other phase which is -more important. 
, . This may be'likend t(f tbeperson ',who complains of" the 
brevity of his travel b~ca~se he has taken a super-express. 
Let us see if there is in China some who take notice of the 
othe phase of the shield-those who show gratitude (or the 
speed of the super·express. 
Kung Lin-chih ~JIf<;z of Tungchin Jfl:tf explains the 1'a;son 
d' etre of money as follows: . 
. --
"Our wise rulers have made' currencies of useless 
materials so as to circulate useful ones, thereby prevent-
ing deformation andeliminatiog the difficulty of tranS-
,portation. ' Thus, coins came to replace turtle carapace , 
'and, have not been abolished by the succeeding ruleres."(28) 
As to what will be ,the result of abolishing"-" coins, he 
replies asioIIows : ~ 
"Corn and silk will be used' as treasures and 'wilt 
be used fOr food and, clothing, respectively, If these 
are divided there would 'be much, loss through perishing 
in the course of going through the hands of merchants. 
Thus, the result, would be much more objectionable,';("') 
He thus points to the divisibility and portability of 
money .. Jen Ch'e~g WangCh'eng fflJ£.'Em of Wei -a ~ays: 
"Silk ought not to be divided into pieces. Corn is 
. difficult of transportation. Coins, on the other hand, 
can be "measured without a scale or weight and their 
usefulness to society 1S very great, indeed."(30) 
He thus also points to the divisibilitY,and portability of 
coins as well as the easiness of recognition. ' 
Chiu Chien .IT.II of Ming I!Il Dynasty says: 
"Cotton cloth and silk will be destroyed if they' are 
divided into small pieces. But if copper is made in 
coins, they may ,be given' in greater amounts to goods 
28) Same as footnote 21. 
29) ibid. 
30) Records of Ec'"nomics and Finance in the Wei a History. 
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'in greater amounts, and vice versa."(31) 
- Thus, he points to the.divisivility of coins but just be· 
fore this statements, he says also: 
.... Gold and sliver and" the like will n~ver be without 
waste of scrap if they are divided intO very small par· 
tions."(32) .' . 
He seems not to recognize the divisibility of gold and 
silver. But it is a matter of fact in economic history that 
there is no differencE;. in the divisibility of gold and silver 
on one hand and that of copper on the other,. On the' 
contrary, it may be even said .that it is gold and silver that 
· enjoy a high degree of divisibility and thaHt is because of 
this that gold and silver came to monopolize the role of 
currencies. "Why, is it then that .Chiu Chien makes. such a 
self·contradictory statement? In my opinion by gold and 
silver' he means gold and silver bullion and by. copper, he 
means' copper coins. Thus,. copper coins may· be given in 
varyin'g amounts according' to the p~icesbf 'gpOds purchased, 
but in the case of gold and silver bullions tli.er~ will certainly 
, be wa\ite in the forrri of ~Crapas'th~; conse~qu~~ce.· '.' In olc1en, 
days ~n Japan;: ther~pah·ingof the mafsof money exchange 
· stores 'and goldsmith' was 'undertaken " free of charge,. 
becau.~ethe gold an.d silver dust contained' in the mats was .~. 
, enough to compensate for .the work' of repairing. Thus, 
there is some reason for Chiu Chien's argument. However,· 
, he makes the fallacy of taking copper in coins and gold and 
· silver in bullion. But there is a reason for his so doing. 
It is probably oecause of the historical fact that, by the time 
copper coins had already made their entry, into the money 
market, gold 'and silver were still used in bullion. But then 
Chiu Chien may be said to have been dazzled by phenomena· 
lism andfalled tohave an insight into the reality existing 
. behind the bullion .. At any rate, he regarded copper.coins' 
·as- an ideal form of currency and stressed on their superio-
rity over silver which was. extensively used at the time. 
31) Ta Hsueh Yen I PU 7.;/IlIjfiitll/llj. 
32) ibid. . .. ' .\ 
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He thus shared the same idea with Chin Hsiieh-yen. But the 
idea of the superiority of copper to silver' was muchokler, 
it going as far back as to the "time of the Tahg If Dynasty. 
I wish to cite the followiI;tg quotati~n' byway of showin,g' ' 
this idea during the Tang Dynasty: ' 
"All mountains with silver deposits' invariably also 
have copper, mines. While copper can be used for 
making coins,· silver Ifs no utility for men. Their 
respective ,'importance should be carefully considereo. 
All silver mines situated in the. north of Wuling n:1iit 
sholildbe closed up. ,As the silver miners will lose their 
, means of living, they should be solicited to engage in the 
p~oduction of copper so that they may asSist the coinirig' 
of copper money."(33) 
We have already quoted Chin Hsian·yen of the Ming 
Dynasty who said that one 'cannot wear silk because it is 
cold,etc.(") On the other hand, he says that "coins are 
power "(",1 and "·a· great means of government ';(36). In this 
respect, he appears to be of the same opinion, with Chlu 
Chien. However, he further says: ' 
. "Copper coins, too, are used in the exchange of 
goods. Although they differ in quality from silve?;"'they 
are used in circulation.' This may be likened to the 
using haipa mE instead of coins in Yunan t!:lfi. The three 
differ in nature but they all have the same utility."(37) 
He thus recognizes the fact that as money both silver 
and copper are the same. Ku Yen·wu lIlI~Ji\: of the early 
Ching i\!i' Dynasty attached a greater value to silver than to 
copper because ,of its easiness, in transportation. He also 
stated that "it can be more easily packed."(") But one may 
say ,that in this respect paper money is more conv(mient 
than silver coins. But according to this scholar, paper money 
33) The same as footnote 8. 
34) Same as footnote 12. 
35) ibid. 36) ibid. 37) ibid. 
38) Jih Chih Lu i'I ~~ by.Ku Yen·wu. !Ili ~Ji\:, 
, 
. . ~ 
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came into existence because of the fact that silver had not 
yet been made into money .and he insists that as 'soon as 
silver money carrie into existence during the Ming Dynasty, 
. . , 
,paper money· disappeared. He says: 
. "The. paper money was promulgated because there 
had' yet been no silver money and because of the 
inconvienience of the great weight of coins. But now 
silver money is extensively circulated all over the land. 
It can be more easily packed. Thus, -paper money 
has. now fallen into disuse."(") 
Huang Tsung-i l/i'*~ of also the early Ching Dynasty 
shows a similar id~a in the following words: 
"If gold and silver coins are abolished, there will 
be much difficulty of transporting such money' as corn 
and silk and iron coin. Packages of paper money 
will change in different localities ... , .. and thus cannot but 
. be used also in paying salaries as well as in trade."(40) 
Again the Records of Economics and Finance of' the 
Chin ~ History says: ' 
"Paper money sucn as Paochuan .$jI and. Tsungpao 
iiliW .havebeen issued 'in order to dispense with the 
. iab6ur of. transportation and' to ~ave the ' .. expense of 
manufacture."(") . 
Tai Chi litilll says: 
" Because' of the difficulty of tra:nsporting coins in 
trade, it was thought as advantageous that paper money 
. came into being to meet exchange."('!?) 
Ma-Tuan·\in !\l1Ol1lli says: 
"A small amount of paper money can replace several 
chins IT of copper, The former is light to transport, 
one man can carry it in amount of tens of thousands 
of iron coins over a distant of one thousand miles within 
'\- . 
39) ·ibid. 
40) The Ming I Tai Fang Lu lJilillf'!'iVi$l. or the Writings expecting the' 
Visit of Clever Ruler. 
41)' Records of Economics and Finance in the Chin ,St History. 
42) Same as footnote 30. . . . '-
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a speCified period of time."(43) 
. At any rate, the Chinese idea of' paper money regarded 
it . only as. a convertibt~ note.' . Inconvertible notes were 
issued in China, it is true, but it was in order to cope with 
the finrncial- distress of the government and was taken as 
to tend to break up the paper currency system. There are 
innumerous instances of this fact, but here. I shall only cite' 
the following words' of Huang·Tsung·i: 
. "Paper money is inseparable from coins."(") 
Once money makes its advent as the medium. of ex· 
change and is used generally, anything can be bought with 
it. This means that you can do anything with it. Then it 
is recogniied that "money_ is almighty. A fool with money 
will aP!1ear .to be wise. The poor 'will seem to be dull . 
. Even in Hades judgments WIll be swayed by power of money. 
Then, for some men money becomes their enemy. Money 
comes first, money comes second, money comes third ..... :. 
Without money nothing can be done. You cannot even 
meet the morning sun without money. Even in olden times in 
Japan we had ".Kin Gin Banno Gan " ~$J,!;!i1;1II!}L (45). or "The gold 
and silver pills that can cure all diseases." In .the work of 
Natsume Soseki, a character' called Kukokushi m*'f- says: 
.. Money is a demon." 
(He drew a circle in the ash of a fire-box and said:) 
" Suppose this is money., It will turn into anything. 
It will become clothes or food, or an electric car or a 
boarding' house. -..... This circle will become either a 
good .man or a bad man. And make them go to heaven 
or to hell. There is too much flexibility in it ...... ·Even 
-God will throw up. His hands to man if· he should have 
. such an almighty money."("') 
43) The Wen H.ien Tung Kilo Jtll/tiiliO/;'. or the Source Book. 
44} Same as footnote 40. ." 
45) Kin Gin Banno Gan or Kanemochi Chohoki ~#:m:1riiil. by Se; 
Shi I't'f-. 
46) Eijitsu Shohin 7k a '},.\I, . by Natsume Sosek; . 
! 
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So, also, Shakespeare makes Timon of Athens. say, 
"Thus much of this will make black white; foul, fair; 
Wrong; right; base, noble; old, young; coward, valiant. 
Ha, you gods! why this? what this, you gods? . Why this. 
_ Will lug your prieasts and servants from your sides; 
Pluck stout men's pillows from below their heads: 
This. yellow sl!lve 
Will knit and break religious; bless th'accurst; 
Make the hoar leprosy adored;' place thieves, 
And give them title, knee, and approbation. 
With senators on the bench: this is it. 
That makes the wappen'd widow wed again; 
. r . 
She, whom, the spital-house" and ulcerous 'sores 
Would cast tile gorge at, this embalms and 'spices 
To th' April day again."(47) . 
And Cloten in the Cymbeline says as follows .. 
" ..... .'Tis gold; 
Which buys admittance; oft it doth; yea, and. makes 
Diana's rangers false themselves, yield up 
Their deer to the stand o'the stealer; and 'tis gold 
Which makes the true man kill'd, and saves the thief; . 
Nay, sometimes hangs. both thief and true man; what' . 
. Can it not do and undo? .... : "(48) . ' 
Abouttwo thousand yeats ago, there was in China during . 
the- Chin ft Dynasty a man called Lu PaO~!li!. He was 
very much impressed by the reverence given to money by 
his contempbraries and under an assumed name wrote a' book 
called Chien Shin Lun. Q~~iiIfi; or "The Almighty M()ney". 
He wrote something as fQllow~: 
.. If a person. should secure money,he will . become 
powerful 1Jut if he should lose it he will become weak. 
With money he could fly without wings, l'un without 
feet, make the sour face to smile, 'compel . the dumb 
to talk. Persons with much money sit in front and 
47) Shakespeare, Timon of Athens, IV. iii. 28-41. 
48) Shakespeare, Cymbeline, II. iii. 71-77. 
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those with little money sit behind ....... Where, there is 
money danger ,wiIlbecome safe,death will revive. But 
'. where there is no money, the noble, will become base, 
life will meet death. Thus, without money no law-suit 
will win. Withoutmoneyno melancholia will be cured. 
tnimical feelings will not be done away without money. 
Kindly questions and mirthful utterances will not come 
without money."(491 
When the devilish power of money is recognized by all ' 
and becomes the object of all human endeavours" it is only 
too natural that there will be various crimes connected with 
it. For 'instance, when corn and silk become money -, ' 
, "Persons would wet corn in order to derive an 
exorbitant profit and would make thin silk for market-
ing."(5Q1 
This is also recognized by Kung. Lin·tze l'l.$,'Z. Some 
cQins were" counterfeited by means of 'paper and ·skin. 
From the early ,times, coins' had holes in' their centre and 
-," \. ',' ,,'" . ~ -
were held -together· bYnieans of thread running through 
'the holes. Thus,Othe Records of Economics and Finance' of 
The Shih Chi says: ' , .. 
" Coins in the Capital are numbered by tens th()usands 
and their thread has become decayed so that it is im-
possible to -count them."(511 
During tlie Epoch of Division between North and South,'a 
string of coins numbering, for example, 80 was once regarded 
,as worth 100. ' This was called, H short money" as against 
H long money" consisting of 100 coins. The practice became 
so universal that the governm'ent' had to recognize in time 
the short money. This practice survived down to the modern 
times. ,But by far the most objectionable practices in con-
nection with money were such acts as melting, counterfeit-
ing, private coinage, etc. All of these, acts were a direct 
49) Lu Pao Chuan ~ 'Ilitllf: of the Chin W History. 
50) Same as footnote 25.' 
51) Same ~s footnote 4. 
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infringement of the right of coinage possessed by the govern-
ment and was a wilful impediment-to the securing of public 
. revenue. At times, private coinage was 'regarded as lawful. 
For instance, in the fifth year of the Hsiaowen ...,:Jt era of 
Han Dynasty, the anti· private coinage act was revoked and 
people at large were allowed to undertake the cpinage of 
money.(·2) In South Sung, Chen Ching-chih ttll'z _urged as 
follows: 
"In my opinion the government should allow the 
people to make coins."(53) 
In the 22nd year of the Kaiyuan mJj[; era, Chang-Chiu-
ling ~lth.[Ifp advised the throne not to prohibit the private, 
coinage of money. (") 
'c • 
DeSpite these opinions, the idea that coinage should be 
monopolized by the government as one of its rights grew, 
stronger. Kuan·tze ''If''f in the very early period said; 
"The succeeding rulers protected property and re-
gulated, human affairs, and therebY maintained peace in 
the realm. This is called the scale. , The scale does not 
allow-: things' t() be'of the' same amount: Thus, the, 
sQvereig~ has. the sole, right .of giving or withholding , 
this 'right. ,the sovereign has ", the'right to enrich the 
, people.Tl1e . people, reverehim as 'the ~un "and moon 
and he is-regarded as father or~~other_' All this is be· 
. cailse ,he exercises this means, Which belongs soley to 
him, as a, prorogative:"(") 
Chia I .m of the former Han Dynasty -was greatly 
, . . / ',' 
. apprehensive of the confusion that might be brought about 
in the realm by the existence of debased and counterfeited 
money and urged that private coinage should be surpressed.(06) 
'Chia Shan _rlI similarly said: 
, 52) Same as footnote 5.,. , , 
53) Yen Chun Chuan j!l{~1iJ in the Sung Shu *It or the History of 
the Sung or, House of Liu !\Ill *' 
S4) Same as footnote 8.' 
55) 'ibId. 
56) Chia I Hsin ShuWm;mlt: ' 
! 
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.. Money is an article that cannot be used. But it 
may be the means to become noble and rich, that is the 
so called handle of a sovereign to rule the·' people. 
If people are allowed to coin money freely, that handle 
. will be both held in Common .by sovereign and people. 
That should not be so. (51) 
Lieu Chu ·IiJi11 of the Tang Dynasty quoted the above 
statement of Kuan·tze and condemned private coin~ge by 
giving more reasons. (58) 
Chiu ChienJi:ilI of the Ming Dynasty said: 
'" 
.. The right of coinage belongs only to the ruler and 
the people absolutely have no right. They have only 
to obey the ruler. If the right of coinage is abandoned 
by the sovereign, those wishing treasures and disliking 
toil and· poverty will be attracted by it. This will be 
the source of not only robbery but also of civil distur· . 
bances." (59) 
As a result of the prevalence of privately coined money 
as well as debased and counterfeited money, prices ofJtciods. 
and services soared; the people were exposed Joextreme 
poverty and even the throne faced a crisis. It~as natural 
. - , . 
then that counter·measures were considered. This gave rise 
, to various views on the part of exports. Some urged that in 
order to prevent private or counterfeit coinage, severe punish-
ments should be inflicited upon violators of law(60); while 
others asserted that inspection of money should be made in 
the markets by means of scale of samples(6l), etc; But the 
most representative view held that the fundamental remedy' 
lay in the fine and delicate coinage so that it would not pay 
for private or counterfeit coiners to imitage the method. 
The exponent of this idea is found jn the person of Kung. 
57) Chia Shan Chuan JrI.WlIJ in the Former Han History. 
58) Same as f\,otnote 8. 
59) Same as footnote 31. 
60) Same as footnote 4. 
61) Records of Economics and Finance of the Wei Shu !III •• Chiu Tang' 
Shu Ii ]f., etc. 
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Rai '1LfIJ! of South Ch'i i¥H!f whose following words may be 
considered' as the cream of .this 'view: . 
.. The basic reason why private and counterfeit 
coinage continues in spite of severe laws is that too 
great thrift is exercised by the. government in use of 
copper and artisanship for making copper coins."(62) 
It is hardly exaggerated to say that tlie above quotation 
is always used in connection with any discussion about the 
view under consideration; For inst!mce, Chiu Chien of the 
Ming Dynasty' referred to the quotation' as· representing an 
immutable lavi in coinage. ("') ;_-. 
Needless to state that the plienomenon. of counterfeitin'g 
is not limited to 'coins but caifbe seen hi paper money 
also, Now, it is interesting to note that ·the above idea is 
also applied to paper money whichls supposed to be divorced 
from the value of . material used, thereby indicating how 
deep·rooted. this· cOITCeptio'n' is. The Records of Economics 
and Fihanceofthe Sung'Dynasty gives·the following words 
of officials in 1176 A.D. : . 
',"Fo~ the paper money of the preceeding two terms, 
. the Chl:lan Jllpaperwas mostly used as. the material. 
. Thema(eriCllsused then were in fine state and strict 
. attention . was :paid to the process of printing, so that 
those who tried to counterfeit them had a great difficulty 
to do so. , After. the expiration of 'the seventeenth term, 
the Tu ttpa.perasweIIas the Chuan paper came to 
be used. After the eighteenth t~ms, only the Tu paper 
'-,l - .•• _.,-, _ ' " 
'. was used. The~lastnamed paper may be made by 
anyone and the: pdces of goods arid services has now 
beeq raiseCl five time~the f<;lrmer prices .. '. Thus, . counter· 
feiting which in ,the {ormer' periods was very difficult, 
in the new terIllS b~t;line.tomparativelY easy ...... I am 
of the opinionthat,frFpdriting.paper m~ney,material 
should be improved and thi).rocess should be refined 
62) 'Liu Ch'iian Chuan ~Jittt:i~th~H:isto~ ~f'South Ch'i. 
. - . - , '- . 
,63) Same as footnote 31.' -. . 
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so as to makecQunterfeiting'impossible. '. This is the 
,. matter· of primary' importance. In dealing with viola· 
.. tions,'intense . encouragement should be 'given to' those. 
<in charge of law.erifotcement and the. prevention of 
crimes should be made very rigorQusly 'so that men' wiU" 
. be refrained. from counterfeiting. All' this, . however, is 
.' the matter of seconaaryimportance:'(64) 
_ ,The essence of monetary ideas in China concerns itself 
with the value ofmoney;-or rather '~ith the comparative, 
. . importance between' money and goods. For: in the eyes of 
, the. average Chinese what is ~II the more important about 
-. - money is not. its essence -but' its phenomemllism. The 
, monetaryquesticll'l'ln the world of phenomena for the Chinese 
. consists almost solelY' in its relation with goods. - • / \ 
- From the very'beginning,the Chinese recognized that 
the value bf' money. was in ,a~ inverseprop'ortion with that , ' , c. . 
of goods.. Kuan·tze, for instance, ,frequently mentions that 
.. If money is dear, goods must be low; and·if money 
is!ow, goods must be dear."(65) .". 
In the writing of Mo·tze, too, one will come accoss 
such a quatation 3S follows: ,- . 
.. If Tao (knife money) is light,. prices must be dear. 
If Tao is dear, prices must be low. " (66) 
Similar quotations are found innumerably .in the Shi 
Huo Chihk:l!i:® or the Records of Economics. and Finance 
in the orthodox History of succeeding . Dynasties especially 
inthosech~pters on money. ' -'. 
Now ,it is, to be bbserved that the, rise in the value- of 
money 'means the depreciation of the prices of goods and 
services and vice versa. It is easy to see that the recognition of 
this truth will lead one to find. out the reason why monetary 
-value depreciates or demands such a reason, . The reason, 
according to Chinese conceptions, is due solely lothe law 
of supply and demand, Thus, so far .as money is concerned, 
'. 64) The Records of Economics and Finance in the Sung *H;storY. 
65) The Kuan·tze ~T' Shan Chih Shu llIll::iI:. 
66) . The Mo·tze m-=r. Ching Shuo ilim1il1:. 
\ 
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their idea' is nothing but the so-called, q\lantity theory ,of 
money.' But this idea is traceable to as 'far back as the 
Fo~mer Chin ;S\;* Periods and formed the centre of the Chinese 
monetary conceptions for upwardoft~o thousands years. 
, The Shih Chi.!l!1Ia or the Historical Records~ys: . 
. ' .. The larger the amount_of money,'. the smaller its 
value."(67) , 
, Such quotations are as frequently' fo~~d in the ch;;lpters 
on mon~y in ;the Records of ,Economics ancI,Finance,as-fish 
are found in.water. Thus, I have no' time to enumerate 
them here. However, the ,aboVe'4rtotatioils-areseen from 
the side . ofthe~ idea th~~;Jqe lar&:~~; the:, anl9unt of money, 
. the smaller. their '; valu~ • ."· i shall next cite'the quotation of the - -
. . I " .1' ,- ",,' "-., >: ,': . ', ...... ' ". . •. ," ,-'''', . 
idea that the smaller the.amount of money, the larger its 
value. "One~CliartgLi~'lIH" in the Latter' Him Dynasty is 
quoted as folloW-sin.the Records of Economics and Finance 
. . ~ .-., _..' .' ~ 
of"thEiChinif History: .. 
. ,'.',1'aiesshould be paid in silk and 'the same should 
,- ,"--.,:':' :-', ' ".--.-". : . -'.' - . , 
be ,used, in the market places,. and. the use of coins 
. should be prohibited. If this 'be done; the' amount of 
'coins in 'circulation wil1 become s~~ner and the· price ' 
of, goods will become low." (68) 
,True, their idea, although belonging, to the quantity 
. theory of money,. is simple and cannot be compared with 
the m()derti' theory which, takes into conslderationsuch 
factorS as . credit and the· speed of circulation, etc. But· this 
is only too' natural in view of the differences in .the develop: 
ment . of monetary economy in China at that time imd in 
moderrl countries. >' ,' ' . 
But in. China as also -in other. countries, both the rise 
and i depreciation . of.inoneybrought '. uncIesirable conditions. 
,'.",. . - ~. ~ " 
Let us see what ideas Chinese held regarding. 'this matter. 
It is easy. to see. that since the Chinese believed - in the ." • 
quantity. theory of money,. they' naturally upheld that the 
," .' ' "', .,-,' , . " - .'. -' . . "" ' \ .. 
. ,'- . .;-
67) Same as footnote 4. <J " ';', 
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amount of moriey sho~ldbe increased ,when its value is 
high and' the . amo~nt· shQuld be decreased when its vahie'is 
. low. '. The-quotatidns above given also iridicate such~n idea; 
But let' us· s~e wh~t coricre~measures th~ Chine~e proposed· 
in this connection.· .. ·.. ". '. ". . . . 
For conveniericesake .. the Chines~ mOney' maybe c1assi"' 
fiedinto· coins and paper' money.' Rise' in monetary' value 
.. . ... -, , f . 
appears in the case of coins .. Although even in the case of 
coins, theirvalllEi is liable t(jbecoine low due,to the flooding 
6f counterfeited or debased coins. More generally, however, 
.coins tended to rise in. vahle, as far as copper as the materIal 
-for copPer coins was cORcerned, tls its production was oft~n 
"limited. or it might be used for various articles or exported 
to other. countries, thereby giving .ri~ toa Shortage oUts 
supply. Thus;' such shortage was Iikenedto bad crops and 
was known as '~monetary>famine ". Fotinstance, the Re-
cords of E~onomics and Finance' in the Sung Dyriasty giyes 
the following quotation as the words of 'one Chang Fang-
p'jng !IIl1r"l": . . .' .' .. . . 
. . II These years,all,both public and private have 
suffered from 'the scarcity' of money;' goods faJled to 
circulate ,and have threatened to .deprave huma~ senti-
ments. This is known as monetary famine."(69) . 
Obviously, the easiest way. to. cope with the situation 
would be to increase the' amount of money in circulation .. 
Thus' the idea of !Ointing more coins would be. asserted; 
The idea of permitting private cQinage often came from such 
an idea.(70) But in order to mint more coins, more mat~j:ial 
would be needed. Thus, the question of ihcreasing the 
production of copper material arose as a fundamental issue 
involve'd. Proposals for operating a greater number of cop" 
per mines were put forwar-d.(7l) But if copper material so 
69) Same as footnote 64. 
70) The same opinioo,can be'found also in 'The Records of Economies 
and. Finance in- the History 'of Ta.ng and Chin ~. ~ -
71) The Records of Economices and Finance of the Chiu T'ang Shu 
iill., the Cqrn Shi ~!l:. etc. ' • 
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produced should be used for purpose other' than coinage, 
it would not be of any help. Thus, the prohibition of ma-
king copper wares was advanced. (72) It was further asserted 
that copper wares already made should be withdrawn to be 
made into copper coinsY') V ~ry naturally, the , . melting of 
copper coins for making copper wares would be looked upon 
-as a criminal act. (14) J.\:1oreover, the exportation of copper 
and copper coins was prohibited.(75) The existence of ta 
chien ;kQ or big money and of tuanchien. mii or short 
'money may be explained from the same angleY6). Thus, 
the cause for the use of' iron coins, paper money and com-
modity money was also fouild therein. (77) 
On'the other hand, much thrift both in quantity and 
value may be made in paper money because of theeasiriess 
of securing its material. Naturally, the government would 
turn to paper money and thereby would c.ause an inflation 
of deplorl;\ble nature. '. 
It was said:' 
"The principal defect of paper money lies in its 
excessive amount."(") , 
The result being the dowrifall of its price which leads 
to the stopping of its circulation. 
,Various measures were .considered in order to overcome 
this defect such- as the following: enforce the circulation of 
paper money, other moneys such as coins w~re suppressed, 
taxes were paid in paper money, new paper money were 
issued. (70) But thec;mly effective measure is to withdraw 
72) The Records of- Economics. and Finan~e of the Chiu T'ang Shu, 
the Sung Shih, the Chin Shih, the Ming Shih, etc .. 
73)' ibid. 
74) The Records of Economics and Finance of the Chiu T'ang Shu, 
the Sung Shih, the Chin Shih, etc. 
75) ibid. 
76) ibid .. 
77)' ibid. 
78) Same as footnote 31. 
. 79) The Records of Economics and Finance of the Sung Shih, the Chin' 
- Shih, the 'Ming Shih, etc. 
../ 
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paper money. One Han Hsiang 1!*ijIl!of the Sung Dynasty 
said: '., . 
. '. "The_way to .save paper money is to decrease its 
- amount."(8Il) 
The orthodox way of withdrawing paper· money is by 
conversion, but in order to assure conversion the pen chien 
;;j>:£l! or the reserves would be necessary. Thus; the restriction 
of . the amount of paper money by means . of the pen chien 
should be observed. This idea we find in such a man as 
SM Tze·ch'i ¥'fJ:f of the Ming Dynasty who stated that if 
paper money should be fionly established, it should be based 
on coins. (Ill) . 
. - It is~ clear ,however, if such restriction is made, there 
would inevitably be disharmony between the amount of 
paper money in circulation and social conditions. In order 
to prevent such an inconvenience a system of finance which 
greatly resembles the. mechanism such as are under the 
modern gold standard was put forth. In other words, coins 
or . their substitU!:e~ were turned ill in order to get paper 
money, while paper money was turned in in order to get coins 
or their substitutes, their exchange being smooth and free . 
. Thus, in the Records of Economics and Finace of Yuan Shi 
Ji:JI! to be found: 
.. In the, beginning of. the Chung' Tung "'!fera,' 
government chests were established' inva;ious parts of 
the land in order to exchange gold and silver for 
paper money, thereby creating the standard of paper 
. currency.. For one tael of the huayin :(Em or a sort of 
.\ silver turned into the chest, two kuan. of the chih 
~ yuan lI!Ji: paper money was given out, and for two kuan 
. and five fen'5r .of the chih yuan paper money turned 
in, one tael of the. huayin was given out by the chest. 
Again, for one tael· of the chihchin m;~ or a sort of gold, 
turned into the chest, twenty kuan of the chih yuan paper 
\. . 
80) Same as footnote 64. 
81) The Ts'ao Mu Tze :t,t*'f. by She Tze,ch'i ~'fJ:f, 
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money was given out, and for twenty kuan and five 
hundred fen of ,the chih yuan paper money paid into 
the chest, one tael of the chihchin was givenout."''') 
The object of the above system was to stabilize the 
value of paper money and thus to prevent depreciation- of 
its value. The appreciation of this object does, not amount 
to any denial of the fact that the Chinese system resembles 
the gold standard system. Nay, one may even assert' that 
to prevent the violent depreciation of the value'· of paper 
money will result in corresponding the amount of its cir-
culation to' the social conditions of times. 
82) . The Records of Economics and Finance in the Yuan History. 
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